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(b) A Government property adminis-
trator cognizant of the location of the 
property shall normally be designated 
to (1) perform required surveys of the 
property control system and (2) exer-
cise surveillance over the property as a 
supporting responsibility. 

(c) If the property administrator de-
termines that supporting property ad-
ministration is required, he or she 
shall write the cognizant contract ad-
ministration office asking that a prop-
erty administrator be assigned. The re-
quest for supporting property adminis-
tration shall include— 

(1) The name and address of the 
prime contractor; 

(2) The prime contract number; 
(3) The name and address of the alter-

nate location of the prime contractor, 
or of the subcontractor where the prop-
erty will be located; 

(4) A listing of the property being 
furnished, or, if property is being ac-
quired locally, a statement to this ef-
fect; and 

(5) A copy of the subcontract or other 
document under which the property 
will be furnished or acquired. 

(d) Concurrent with the action cited 
in paragraph (c) of this section, the 
property administrator shall ascertain 
whether the prime contractor will per-
form the necessary reviews and surveil-
lance with the contractor’s own per-
sonnel, or elect to rely upon the sys-
tem approval and continuing surveil-
lance by a supporting property admin-
istrator of the property control system 
at the alternate location or subcon-
tractor plant. If the prime contractor 
advises that it will accept the findings 
of a supporting property administrator, 
a statement in writing to that effect 
shall be obtained. If the prime con-
tractor does not so elect, it will be re-
quired to perform the requisite reviews 
and surveillance and document its ac-
tions and findings. 

(e) If a single item or limited quan-
tities of property will be located at an 
alternate location or subcontractor 
plant, the property administrator may 
determine that supporting property ad-
ministration is unnecessary, provided— 

(1) The prime contractor’s records 
adequately reflect the location and use 
of the property; 

(2) The nature of the property is such 
that the possibility of its use for unau-
thorized purposes is unlikely; and 

(3) The nature of the property is such 
that a program of preventive mainte-
nance is not required. 

(f) When supporting property admin-
istration will not be requested, the 
services of a property administrator in 
the contract administration office cog-
nizant of the site where the property is 
located may be requested on an occa-
sional basis of special reviews or such 
other support as may be necessary. Re-
peated requests for assistance indicate 
a requirement for requesting sup-
porting property administration.

1845.7209–2 Loss, damage, or destruc-
tion of Government property. 

(a) Normally, contract provisions 
provide for assumption of risk of loss, 
damage, or destruction of Government 
property as described by the following: 

(1) Sealed-bid and certain negotiated 
fixed-price contracts provide that the 
contractor assumes the risk for all 
Government property provided under 
the contract (see the clause at FAR 
52.245–2, Government Property (Fixed-
Price Contracts)). 

(2) Other negotiated fixed-price con-
tracts provide that the contractor as-
sumes the risk for all Government 
property provided under the contract, 
with the exceptions set forth in the 
clause at FAR 52.245–2, Alternate I and 
Alternate II. 

(3) Cost-reimbursement contracts 
(see the clause at FAR 52.245–5, Govern-
ment Property (Cost-Reimbursement, 
Time-and-Material, or Labor-Hour 
Contracts)) provide that the Govern-
ment assumes the risk for all Govern-
ment property provided under the con-
tract when there is no willful mis-
conduct or lack of good faith of any of 
the contractor’s managerial personnel 
as defined in the contract. 

(4) There are certain events for which 
the Government does not assume the 
risk of loss, damage, or destruction of 
Government property, such as risks the 
contract expressly requires the con-
tractor to insure against. Therefore, 
before reaching a conclusion or making 
a determination, the contracting offi-
cer shall obtain property administrator 
review of the contract clause and shall 
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obtain advice from appropriate legal 
counsel on questions of legal meaning 
or intent. 

(5) ‘‘Willful misconduct’’ may involve 
any intentional or deliberate act or 
failure to act causing, or resulting in, 
loss, damage, or destruction of Govern-
ment property. 

(6) ‘‘Lack of good faith’’ may involve 
gross neglect or disregard of the terms 
of the contract or of appropriate direc-
tions of the contracting officer or the 
contracting officer’s authorized rep-
resentatives. Examples of lack of good 
faith may be demonstrated by the fail-
ure of the contractor’s managerial per-
sonnel to establish and maintain prop-
er training and supervision of employ-
ees and proper application of controls 
in compliance with instructions issued 
by authorized Government personnel. 

(b) If part of the contractor’s system 
is found to be unsatisfactory, the prop-
erty administrator shall increase sur-
veillance of that part to prevent, to the 
extent possible, any loss, damage, or 
destruction of Government property. 
The property administrator shall give 
special attention to reasonably ensur-
ing that any loss, damage, or destruc-
tion occurring during a period when a 
contractor’s system is not approved is 
identified before approval or reinstate-
ment of approval.

1845.7209–3 Loss, damage, or destruc-
tion of Government property while 
in contractor’s possession or con-
trol. 

(a) The property administrator shall 
require the contractor to report any 
loss, damage, or destruction of Govern-
ment property in its possession or con-
trol (including property in the posses-
sion or control of subcontractors) as 
soon as it becomes known. 

(b) When physical inventories, con-
sumption analyses, or other actions 
disclose consumption of Government 
property considered unreasonable by 
the property administrator or loss, 
damage, or destruction of Government 
property not reported by the con-
tractor, the property administrator 
shall prepare a statement of the items 
and amount involved. This statement 
shall be furnished to the contractor for 
investigation and submission of a writ-
ten report to the property adminis-

trator relative to the incidents re-
ported. 

(c) The contractor’s reports ref-
erenced in paragraphs (a) and (b) of 
this section shall contain factual data 
as to the circumstances surrounding 
the loss, damage, destruction, or exces-
sive consumption, including— 

(1) The contractor’s name and the 
contract number; 

(2) A description of items lost, dam-
aged, destroyed, or unreasonably con-
sumed; 

(3) The cost of property lost, dam-
aged, destroyed, or unreasonably con-
sumed and cost of repairs in instances 
of damage (in event actual cost is not 
known, use a reasonable estimate); 

(4) The date, time (if pertinent), and 
cause or origin of the loss, damage, de-
struction, or consumption; 

(5) Known interests in any commin-
gled property of which the Government 
property lost, damaged, destroyed, or 
unreasonably consumed is (or was) a 
part; 

(6) Insurance, if any, covering the 
Government property or any part or in-
terest in any commingled property; 

(7) Actions taken by the contractor 
to prevent further loss, damage, de-
struction, or unreasonable consump-
tion and to prevent repetition of simi-
lar incidents; and 

(8) Other facts or circumstances rel-
evant to determining liability and re-
sponsibility for repair or replacement. 

(d) The property administrator shall 
investigate the incident to the degree 
required to reach a valid and support-
able conclusion as to the contractor’s 
liability for the loss, damage, destruc-
tion, or unreasonable consumption 
under the terms of the contract, and 
the course of action required to con-
clude the adjustment action. When re-
quired, the assistance of the quality as-
surance representative, industrial spe-
cialist, insurance officer, legal counsel, 
or other technician will be secured. 
When the contractor acknowledges li-
ability, the property administrator 
shall forward a copy of the credit 
memorandum or other adjusting docu-
ment to the administrative contracting 
officer and auditor, if appropriate, to 

VerDate 0ct<31>2002 12:51 Nov 06, 2002 Jkt 197198 PO 00000 Frm 00362 Fmt 8010 Sfmt 8010 Y:\SGML\197198T.XXX 197198T


